CLFW MATERIAL

UNIT-- I: Significance of Business Laws—Indian Contract Act, 1872: Meaning and classification of contracts—Essential of a valid contract—Performance of a contract Discharge of contract—Remidies for breach of contract. 
Introduction : 
Commercial law or business law is the body of law which governs business and commerce and is often considered to be a branch of civil law and deals both with issues of private law and public law. Commercial law regulates corporate contracts, hiring practices, and the manufacture and sales of consumer goods. Many countries have adopted civil codes which contain comprehensive statements of their commercial law. In the United States, commercial law is the province of both the Congress under its power to regulate interstate commerce, and the states under their police power. Efforts have been made to create a unified body of commercial law in the US: the most successful of these attempts has resulted in the general adoption of the Uniform Commercial Code. 
Indian Contract Act 1872 

Introduction 
The Indian Contract Act brings within its ambit the contractual rights that have been granted to the citizens of India. It endows rights, duties and obligations on the contracting parties to help them to successfully conclude business- from everyday life transactions to evidencing the businesses of multi-national companies. The Indian Contract Act, 1872 was enacted on 25th April, 1872 [Act 9 of 1872] and subsequently came into force on the first day of September 1872. The essence of the India Contract Act has been modelled on that of the English Common Law. 

The extent of modifications made in the Act as per the Indian conditions and its adaptability to the Indian economy is an important area of research. In this regard it is pertinent to note that since the enactment of the Act there have been no amendments and thus the Law that was made in 1872 still stands good. However, these are questions of interpretation that not only depend on the text of the Act, but also on the English authorities that framed the law and before it, the subsequent development of law. 

The history of the Act brings to light the very origin of the economic processes and in this regard, the importance of contracting in order to conduct one’s business in everyday life. The prevalent system in the ancient times was barter and it was based on the mutual principle of give and take. This was confined to commodities as there was no medium of exchange as is seen in the form of money today and this system can be traced back in time to the Indus Valley Civilization (the earliest human civilization). The system still finds relevance in the contemporary world, where it can be found in commercially and economically underdeveloped areas. 

However, the relevancy of such a system in modern times is questioned as the complexity in the nature of the economic systems as well as the increasing demand and supply systems due to the change in the wants and needs of the human beings came to the fore. Also, money had evolved as the medium of exchange such that the value of every commodity could now be quantified. Thus, in such an era of greater economic transaction one finds the existence of Contract Laws and with it, their relevance. 

The Indian Contract Act codifies the way we enter into a contract, execute a contract and implement provisions of a contract and effects of breach of a contract. 
CONTRACT : 
A contract is a voluntary arrangement between two or more parties that is enforceable by law as a binding legal agreement. Contract is a branch of the law of obligations in jurisdictions of the civil law tradition. Contract law concerns the rights and duties that arise from agreements.
CONTRACTS ON THE BASIS OF CREATION: 
a) Express contract: Express contract is one which is made by words spoken or written. Example No. 1: X says to Y, will you buy a car for Rs. 100000? Y says to X, I am ready to buy you car for Rs. 100000. It is an express contract made rally. Example No. 2:X writes a letter to Y, I offer to sell my car for Rs. 100000 to you. Y send a letter to Y, I am ready to buy you car for Rs. 100000. It is an express contract made in writing. 

b) Implied contract: An implied contract is one which is made otherwise than by works spoken or written. It is inferred from the conduct of a person or the circumstance of the particular case. Example: X, a coolie in uniform picks up the bag of Y to carry it from railway platform to the without being used by Y to do so and Y allow it. In this case there is an implied offer by the coolie and an implied acceptance by the passenger. Now, there is an implied contract between the coolie and the passenger is bound to pay for the services of the coolie. 

c) Quasi or constructive contract: It is a contract in which there is no intention either side to make a contract, but the law imposes contract. In such a contract eights and obligations arise not by any agreement between the practice but by operation of law. e.g where certain books are delivered to a wrong address the addresses is under an obligation to either pay for them or return them. 
CONTRACTS ON THE BASIS OF EXECUTION: 
a) Executed contract: It is a contract where both the parties to the contract have fulfilled their respective obligations under the contract. Example: X offer to sell his car to Y for Rs. 1 lakh, Y accepts X offer. X delivers the car to y and Y pays Rs. 1 lakh to X. it is an executed contract. 

b) Executory contract: It is a contract where both the parties to the contract have still to perform their respective obligations. Example: X offers to sell his car to y for Rs. 1 lakh. Y accepts X offer. It the car has not yet been delivered by X and the price has not yet been paid by Y, it is an Executory contract. 

c) Partly executed and partly executory contract: It is a contract where one of the parties to the contract has fulfilled his obligation and the other party has still to perform his obligation. E.g X offers to sell his car to y for Rs. 1 lakh on a credit of 1 month. Y accepts X offer. X sells the car to Y. here the contract is executed as to X and Executory as to Y.   

CONTRACTS ON THE BASIS OF ENFORCEABILITY: 
a) Valid contract: A contract which satisfies all the conditions prescribed by law is a valid contract. E.g. X offers to marry y. y accepts X offer. This is a valid contract. 

b) Void Contract: the term void contract is described as under section 2(j) of I.CA, 1872, A contract which cases to be enforceable by law becomes void when it ceases to be enforceable. In other words, a void contract is a contract which is valid when entered into but which subsequently became void due to impossibility of performance, change of law or some other reason. E.g. X offers to marry Y, Y accepts X offer. Later on Y dies this contract was valid at the time of its formation but became void at the death of Y. 

c) Void Agreement: According to Section 2(g), an agreement not enforceable by law is said to be void. Such agreements are void- ab- initio which means that they are unenforceable right from the time they are made. E.g. in agreement with a minor or a person of unsound mind is void ab-initio because a mino or a person of unsound mind is incompetent to contract. 

d) Voidable contract: According to section 2(i) of the Indian contract act, 1872, arrangement which is enforceable by law at the option of one or more of the parties thereon but not at the option of the other or other, is a voidable contract. In other words, A voidable contract is one which can be set aside or avoided at the option of the aggrieved party. Until the contract is set aside by the aggrieved party, it remains a valid contract. For e.g. a contract is treated as voidable at the option of the party whose consent has been obtained under influence or fraud or misinterpretation. E.g. X threatens to kill Y, if the does not sell his house for Rs. 1 lakh to X. Y sells his house to X and receives payment. Here, Y consent has been obtained by coercion and hence this contract is void able at the option of Y the aggrieved party. If Y decides to avoid the contract he will have to return Rs. 1 lakh which he had received from X. If Y does not exercise his option to repudiate the contract within a reasonable time and in the meantime Z purchases that house from X for 1 lakh in good faith. Y can not repudiate the contract. 

e) Illegal Agreement: An illegal agreement is one the object of which is unlawful. Such an agreement cannot be enforced bylaw. Thus, illegal agreements are always void – ab- initio (i.e. void from the very beginning) e.g. X agrees to y Rs. 1 lakh Y kills Z. Y kill and claims Rs. 1 lakh. Y cannot recover from X because the agreement between X and Y is illegal and also its object is unlawful. 

f) Unenforceable contract: It is contract which is actually valid but cannot be enforced because of some technical defect (such as not in writing, under stamped). Such contracts can be enforced if the technical defect involved is removed. 
• ESSENTIALS OF A VALID CONTRACT :
According to Section 10, “All agreements are contracts if they are made by the free consent of the parties competent to contract, for a lawful consideration and with a lawful object and are not hereby expressly declared to be void.”   The analysis of the provisions of Section 10 shows that a valid contract must have the following essential elements: 

1. Proper Offer and Acceptance There must be at least two parties- one making the offer and the other accepting it. Such offer a4ny acceptance must be valid. An offer to be valid must fulfil certain conditions, such as it must intend to create legal relations, its term, must be certain and unambiguous, it must be communicated to the person to whom it is made, etc. An acceptance to be valid must folds certain conditions, such as it must be absolute and unqualified, it must be made in the prescribed manner, it must be communicated by an authorised person before the offer lapses. 

2. Intention to Create Legal Relationship There must be an intention among the parties to create a legal relationship. In case of social or domestic agreements, the usual presumption is that the parties do not intend to create legal relationship but in commercial or business agreements, the usual presumption is that the parties intend to create legal relationship unless otherwise agreed upon. 

Example: X invited Y to a dinner Y accepted the invitation. It is a social agreement. If X fails to serve dinner to Y, Y cannot go to the courts of law for enforcing the agreement. Similarly, if Y fails to attend the dinner, X cannot go to the courts of law for enforcing the agreement. 

But even a business agreement may not be enforceable by law where the agreement so provides e.g. in Rose & Frank Co. v. Crompton Bros. (1925) A.C. 445, the agreement entered into stated that it will not be subject to legal jurisdiction in the law courts, the agreement was not enforceable by law as the parties never agreed to create legal obligations despite being a business agreement. 

3. Capacity of Parties The parties to an agreement must be competent to contract. In other words, they must be capable of entering into a contract. According to Section 11 of Indian Contract Act, 1872. “every person is competent to contract who is of the age of majority according to the law to which he is subject and who is of sound mind and is not disqualified from contracting by any law to which he is subject.” 

In other words. the person must be major, must be of sound mind and must not be declared disqualified from contracting by any law to which he is subject. If the parties to agreement are not competent to contract, then no valid contract comes into existence. 

Example: X a minor borrowed Rs 8,000 from Y and executed mortgage of his property in favour of the lender. This was not a valid contract because X is not competent to contract. Therefore, the mortgage was not valid and the money advanced to minor could not be recovered. 

4. Lawful Consideration An agreement must be supported by lawful consideration. Consideration means something in return. According to Section 23 of the Indian Contract Act, 1872, “the consideration is considered lawful unless it is forbidden by law or is fraudulent or involves or implies injury to the person or property of another or is immoral or is opposed to public policy.” 
Example : X agrees to sell his car to Y for Rs. 1,00,000. Here Y’s promise to pay Rs. 1,00,000 is the consideration for X’s promise to sell the car and X’s promise to sell the car is the consideration for Y’s promise to pay 1,00,000.  

5. Free Consent There must be free consent of the parties to the contact. According to Section 14, “Consent is said to be free when it is not caused by (i) coercion, (ii) undue influence, (iii) fraud, (iv) misrepresentation, or (v) mistake”. If the consent of the parties is not free, then no valid contract comes into existence. 

Example: X threatens to kill Y if he does not sell his house to X. Y agrees to sell his house to X. In this case, Y’s consent has been obtained by coercion and therefore, it cannot be regarded as free. 

6. Lawful Object The object of an agreement must be lawful. According to Section 23 of the Indian Contract Act, 1872, “the object is considered lawful unless it is forbidden by law or is fraudulen1t or involves or implies injury to the person or property of another or is immoral or is opposed to public policy.” 

Example : X, Y and Z enter into an agreement for the division among them of gains acquired or to be acquired by them by fraud. The agreement is void because its object is unlawful.1 

Example II: X lets a flat on hire to Y a prostitute, knowing that it would be used for immoral purposes. The agreement is void because its object is for immoral purposes.1 

7. Agreement not Expressly Declared Void The agreement must not have been expressly declared void under the provisions of Sections 24 to 30 of the Indian Contract Act, 1872. Under these provisions, agreement in restraint of marriage, agreement in restraint of legal proceedings, agreement in restraint of trade and agreement by way of wager have been expressly declared void. 

Example : X promised to marry none else except Y and in default pay her Rs 1,00,000. X married to Z and Y sued X for the recovery of Rs 1,00,000. It was held that Y was not entitled to recover anything because this agreement was in restraint of marriage and as such void. 

8.Certainty of Meaning The terms of the agreement must be certain and unambiguous. According to Section 29 of the Indian Contract Act, 1872, “agreements the meaning of which is not certain or capable of being made certain are void.” Example: X a dealer in different types of oils agreed to sell 100 tonnes of oil to Y. This agreement is void on the ground of uncertainty because it is not clear what kind of oil is intended to be sold. If, however, the meaning of the agreement could be made certain from the circumstances of the case, it will be treated as a valid contract. Example: X who is a dealer in mustard oil, agreed to sell 100 tonnes of oil to Y. This agreement is valid because the meaning of the agreement could be easily ascertained from the circumstances of the case. 

9. Possibility of Performance The terms of the agreement must be such as are capable of performance. According to Section 56, “an agreement to do an impossible act is void.” 

Example : X agrees with Y to discover treasure by magic and Y agrees to pay Rs 1,000 to X. This agreement is void because it is an agreement to do an impossible act. Example II: X agrees with Y to enclose some area between two parallel lines and Y agrees to pay Rs 1,000 to X. This agreement is void because it is an agreement to do an impossible act. 

10. Legal Formalities The agreement must comply with the necessary formalities as to writing, registration, stamping etc. if any required in order to make it enforceable by law. 

Example : An oral agreement ‘for arbitration is unenforceable because the law requires that arbitration agreement must e in writing. 
The term ‘Performance of contract‘ means that both, the promisor, and the promisee have fulfilled their respective obligations, which the contract placed upon them. For instance, A visits a stationery shop to buy a calculator. The shopkeeper delivers the calculator and A pays the price. The contract is said to have been discharged by mutual performance. 
TYPES OF PERFORMANCE :
Performrance, as an action of the performing may be actual or attempted. 

Actual Performance: 
When a promisor to a contract has fulfilled his obligation in accordance with the terms of the contract, the promise is said to have been actually performed. Actual performance gives a discharge to the contract and the liability of the promisor ceases to exist. For example, A agrees to deliver10 bags of cement at B’s factory and B promises to pay the price on delivery. A delivers the cement on the due date and B makes the payment. This is actual performance. 

Actual performance can further be subdivided into substantial performance, and partial Performance 

Substantial Performance: 
This is where the work agreed upon is almost finished. The court then orders that the money must be paid, but deducts the amount needed to correct minor existing defect. Substantial performance is applicable only if the contract is not an entire contract and is severable. The rationale behind creating the doctrine of substantial performance is to avoid the possibility of one party evading his liabilities by claiming that the contract has not been completely performed. However, what is deemed to be substantial performance is a question of fact to be decided in both the case. It will largely depend on what remains undone and its value in comparison to the contract as a whole. 

Partial Performance 
This is where one of the parties has performed the contract, but not completely, and the other side has shown willingness to accept the part performed. Partial performance may occur where there is shortfall on delivery of goods or where a service is not fully carried out. 

There is a thin line of difference between substantial and partial performance. The two following points would help in distinguishing the two types of performance. 

Partial performance must be accepted by the other party. In other words, the party who is at the receiving end of the partial performance has a genuine choice whether to accept or reject. Substantial performance, on the other hand, is legally enforceable against the other party. 

Payment is made on a different basis from that for substantial performance. It is made on quantum meruit, which literally means as much as is deserved. So, for example, if half of the work has been completed, half of the negotiated money would be payable. In case of substantial performance, the party that has performed can recover the amount appropriate to what has been done under the contract, provided that the contract is not an entire contract. The price is thus, often payable in such circumstances, and the sum deducted represents the cost of repairing defective workmanship. 
Attempted Performance 
When the performance has become due, it is sometimes sufficient if the promisor offers to perform his obligation under the contract. This offer is known as attempted performance or more commonly as tender. Thus, tender is an offer of performance, which of course, complies with the terms of the contract. If goods are tendered by the seller but refused by the buyer, the seller is discharged from further liability, given that the goods are in accordance with the contract as to quantity and quality, and he may sue the buyer for.breach of contract if he so desires. The rationale being that when a person offers to perform, he is ready, willing and capable to perform. Accordingly, a tender of performance may operate as a substitute for actual performance, and can effect a complete discharge. 

In this regard, Section 38 of Indian Contract Act says: 

‘Where a promisor has made an offer of performance to the promisee, and the offer has not been accepted, the promisor is not responsible for non-performance, nor does he thereby lose his rights under the contract. For example, A contracts to deliver to B, 100 tons of basmati rice at his warehouse, on 6 December 2015. A takes the goods to B‘s place on the due date during business hours, but B, without assigning any good reason, refuses to take the delivery. Here, A has performed what he was required to perform under the contract. It is a case of attempted performance and A is not responsible for non-performance of B, nor does he thereby lose his rights under the contract.’ 
Discharge of a contract implies termination of contractual obligations. This is because when the parties originally entered into the contract, the rights and duties in terms of contractual obligations were set up. Consequently when those rights and duties are put out then the contract is said to have been discharged. Once a contract stands discharged, parties to it are no more liable even though the obligations under the contract remain incomplete. 
A Contract is deemed to be discharged, that is, concluded and no longer binding, in the following circumstances: 

▪ Discharge by performance. 

▪ Discharge of Contract by Substituted Agreement. 

▪ Discharge by lapse of time. 

▪ Discharge by operation of law. 

▪ Discharge by Impossibility of Performance. 

▪ Discharge by Accord and Satisfaction. 

▪ Discharge by breach. 

We shall examine each of them as follows. 

Discharge by performance 
Where both the parties have either carried out or tendered (attempted) to carry out their obligations under the contract, is referred to as discharge of the contract by performance. Because performance by one party constitutes the occurrence of a constructive condition, the other party’s duty to perform is also triggered, and the person who has performed has the right to receive the other party’ s performance. The overwhelming majority of contracts are discharged in this way.

Discharge of Contract by Substituted Agreement 
A contract emanates from an agreement between the parties. It thus follows that, the contract must also be discharged by agreement. Therefore, what is required, inevitably, is mutuality. Discharge by substituted agreementarises when a contract is abandoned, or the terms within it are altered, and both the parties are in conformity over it. 

For example, A and B enter into some agreement, and A wants to change his mind and not to carry out his terms of the contract. If he does this unilaterally then he will be in breach of contract to B. However, if he approaches B and states that he would like to be released from his liabilities under the contract then the latter might agree. In that case the contract is said to be discharged by (bilateral) agreement. In effect B has promised not to sue A if he does not perform his part of the contract and the consideration for his promise is A ‘s promise not to sue B. Discharge by agreement may arise in the following ways. 

Novation 
The term novation implies the substitution of a new contract for the original one. This arrangement may be either with the same parties or with different parties. For a novation to be valid and effective, the consent of all the parties, including the new one(s), if any, is essential. Moreover, the subsequent or second agreement must be one capable of enforcement in law, the consideration for which is the exchange of promises not to enforce the original contract. 

Rescission 
This refers to cancellation of all or some of the material terms of the contract. If the contracting parties mutually decide to do so, the respective contractual obligations of the parties stand terminated. 

Alteration 
This refers to a change in one or more of the terms of a contract with the consent of all the contracting parties. Alteration results in a new contract but parties to it remain the same. Here the assumption is that both the parties are to gain a fresh but different benefit from the new agreement. Remission This means the acceptance (by the promisee) of a lesser sum than what was contracted for, or a lesser fulfillment of the promise made. As per Section 63, ‘every promisee may (a) remit or dispense with it, wholly or in part, or (b) extend the time of performance, or (c) accept any other satisfaction instead of performance’. 

Waiver 
The term waiver implies abandonment or relinquishment of a right. Where a party deliberately abandons its rights under the contract, the other party is released of its obligations, otherwise binding upon it. 

Discharge by lapse of time 
A contract stands discharged if not enforced within a specified period called the ‘period of limitation‘. The Limitation Act, 1963 prescribes the period of limitation for various contracts. For instance, period of limitation for exercising right to recover an immovable property is twelve years, and right to recover a debt is three years. Contractual rights become time barred after the expiry of this limitation period. Accordingly, if a debt is not recovered within three years of its payment becoming due, the debt ceases to be payable and is discharged by lapse of time. 

Discharge by Impossibility of Performance 
Sometimes after a contract has been established, something might occur, though not at the fault of either party, which can render the contract impossible to perform, or illegal, or radically different from that originally undertaken. 

However, if whatever happens to prevent the contract from being performed 

▪ has not been caused by either party 

▪ could not have been foreseen, and 

▪ its effect is to destroy the basis of the contract 

then the courts will, generality, state that the contract has become impossible to perform. If that happens then the contract is discharged and neither party will have any liability under it. Section 56 of the Indian Contract Act clearly provides that an agreement to do an act impossible in itself is void 

The performance of a contractual obligation may become subsequently impossible on a number of grounds. 

Discharge of operation of law 
A contract stands discharged by operation of law in the following circumstances. 

Unauthorized material alteration of a written document 
A party can treat a contract discharged (i.e., from his side) if the other party alters a term (such as quantity or price) of the contract without seeking the consent of the former. 

Statutes of Limitations 
A contract stands discharged if not enforced within a specified period called the ‘period of limitation’. The Limitation Act, 1963 prescribes the period of limitation for various contracts. For instance, limitation period for exercising right to recover an immovable property is twelve years and right to recover a debt is three years. Contractual rights become time barred after the expiry of this limitation period. Accordingly, if a debt is not recovered within three years of its payment becoming due, the debt ceases to be payable and is discharged by lapse of time. 

Insolvency 
A discharge in bankruptcy will ordinarily bar enforcement of most of a debtor’s contracts. 

Merger 
A contract also stands discharged through a merger that occurs when an inferior right accruing to party in a contract amalgamates into the superior right ensuing to the same party. For instance, A hires a factory premises from B for some manufacturing activity for a year, but 3 months ahead of the expiry of lease purchases that very premises. Now since A has become the owner of the building, his rights associated with the lease (inferior rights) subsequently merge into the rights of ownership (superior rights). The previous rental contract ceases to exist. 
Discharge by Accord and Satisfaction :
To discharge a contract by accord and satisfaction; the parties must agree to accept performance that is different from the performance originally promised. It may be studied under the following sub-heads. 

Accord 
An accord is an executory contract to perform an act that will satisfy an existing duty. An accord suspends, but does not discharge, the original contract. 

Satisfaction 
Satisfaction is the performance of the accord, which discharges the original contractual obligation. 

If the obligor refuses to perform 
The obligee can sue on the original obligation or seek a decree for specific performance on the accord. 

Discharge of contract by breach 
Breach occurs where one party to a contract fails to perform its contractual obligations, or the performance is defective. A breach of contract does not per se bring a contract to an end. The breach may give to the aggrieved party the right to terminate the contract but it is for the non-breaching side to decide whether or not to exercise that option. The aggrieved party has a right of election; that is to say, it can choose either to affirm the contract or to terminate it. However, once that decision has been taken, it is, in principle, irrevocable. 
A Breach may be anticipatory or actual. 

Anticipatory Breach 
Also known as ‘breach by repudiation’, anticipatory breach occurs when one party states, before the arrival of the date fixed for performance, without justification that it cannot or will not carry out the material part of the contractual obligations on the agreed date or that it intends to perform in a way that is inconsistent with the terms of the contract. This may also occur where one party by some action makes performance impossible. For instance, A, after agreeing to sell his car to B on a fixed date, sells it to C. This is anticipatory breach. 

Effect of anticipatory breach 
Where there is an anticipatory breach, the non-breaching party may either 

▪ rescind the contract, or ▪ treat the contract in force and wait for the time of performance. In first case, it can immediately sue for damages, i.e., it is not required to wait for the time for performance to expire. For example, [D agreed to employ P] as a courier for three months commencing on June 1. Before the said date D told P that his services would not be required. This was to be an anticipatory breach of contract and it entitled P to sue D for damages immediately. If the non-breaching party elects to treat the contract operative, it waits until the time of performance and then holds the other party liable for the non-performance. Thus, by doing so the non-breaching party is giving an opportunity to the breaching party to still perform, if it can, in order to get a valid discharge. Actual Breach Actual breach refers to the failure to perform contractual obligations when performance is due. Failure to perform obligations is the most common form of breach, wherein a seller fails to deliver the goods by the appointed time, or where, although delivered, the goods are not up to the mark in respect of quality or quantity specified in the contract.        Effect of actual breach Breach is described as a method of discharge although it may not automatically discharge the contract. Breach of contract leads to two main remedies, namely breach of condition, and breach of warranty.      Breach of a condition This is a major term, known as material breach, which entitles the injured party to damages, and gives it an option to treat the contract as subsisting or discharged.        Breach of a warranty This is a minor term, known as non-material breach, which entitles the non-breaching party to damages. It does not have the right to repudiate the contract, although a non-material breach can give it the right to defer performance until the breach is made good. However, once the breach is remedied, the non-breaching party must go ahead and render its performance, minus any damages caused by the breach. Thus, it is clear from the above that not every breach entitles the injured party to treat the contract as discharged. Rescission of the Contract When one party to the contract breaches the contract, the other party need not perform his part of the obligations. The aggrieved party may rescind the contract. In such cases, the injured / aggrieved party can either rescind the contract of file a suit for damages. In general, rescission of the contract is accompanied by a suit for damages. Suit for damages The aggrieved party of the contract is entitled for monetary compensation when the contract is breached. The objective of Suit for damages is to put the aggrieved / injured party in a position in which he would have been had there been performance and not breach. The aggrieved / injured party must be able to prove the actual loss or no damages will be awarded.     

Damages can be of four kinds. 1. Ordinary or General Damages 2. Special Damages 3. Exemplary or Punitive Damages 4. Nominal Damages Suit for Quantum Merit The term "Quantum Merit" is derived from Latin which means "what one has earned". The injured party can file a suit upon quantum merit and may claim payment in proportion to work done or goods supplied. Sections 65 to 70 deal with the provisions relating to suit for Quantum Merit. 

Suit for Specific Performance 

The suit for Specific Performance is regulated by the Specific Relief Act, 1963. Specific Performance means the actual carrying out of the contract as agreed. The Court may grant for specific performance where it is just and equitable to do. Specific Performance may be granted under the following grounds. 

1. Lack of standard for ascertaining the damages 

2. Where compensation is not adequate relief 

3. Substantial work done by the plaintiff. 

The Court cannot grant the remedy of specific performance in the following situations. 

1. Where monetary compensation is an adequate relief 

2. Where the Court cannot supervise the actual execution of the work 

3. Where the Contract is for personal services 

4. Where the Contract is not enforceable by either party against the other. 

Suit for Injunctions 

Injunction is an order of the Court restraining a person from doing a particular act. Where the efendant is doing something which he is promised not to do, then the injured party will get a right to file a suit for injunctions 

Types of Damages in Contract Law 

The term damages is to be understood as Compensation. Whenever one of the party in the Contract comes across breach of Contract, the other party has some rights. Out of those rights, they has the right to sue for damages i.e. damages for breach of contract. The objective of court in arranging for compensation is to bring the situation as if there is no Contract between the parties. The following are different types of damages in contract law. 

1. General Damages 

2. Specific Damages 

3. Nominal Damages 

4. Vindictive Damages 

5. Liquidated Damages. 

General Damages: 
The loss arising out of breach of Contract Can be divided into two parts, namely direct loss and indirect loss. If only direct loss is compensated it is called general damages. 

· • A case on this Point is Hobbs Vs London and South Western Railway Company. In this case Mr. A Travels by train along with his wife, to reach a particular destination. On account of main repair, the train gets stopped. Then it becomes inevitable choice to go on Foot. Thus they have taken risk physically. In the mean by, it rains heavily and A`s wife gets caught by cough and cold. A files a Suit on Railway Company claiming compensation for physical risk as well as illness. Here physical risk is direct loss and illness is indirect loss. Court decides only general damages here. 

Specific Damages: 
In case where indirect loss also is Compensated besides loss, it is called Specific Damages. To get specific damages, concerned special situation must be communicated. 

· • A case on this point is Simpson Vs London and North Western Railway Company. In this case Mr. A is a farmer he wants to sell his agriculture products in an agricultural fair which is going on at a particular place. For the purpose of transportation, A handover his agricultural Products to a Railway Company. While making delivery to the Railway Company, he gives clear instructions to the same in connection with transportation, without any delay. But, the Railway Company makes delay and the goods reach the destination after 

· closure of fair. A claims Compensation to inconvenience which is direct loss. And also loss of profit which is indirect loss. A`s special situation is Communicated, Court arranges for specific damages. 

Nominal Damages : 
At times, on account of breach of Contract, the other party may not come across any loss. Though it is the situation, the other party can file a Suit. Then Court decides a very little amount of Compensation. It is called nominal damages. Generally this type of damages will be fixed in case of anticipatory breach. 

Vindictive Damages: 
It is otherwise known as penalty damages. Here Contract will be breached by one of the parties and the other party comes across heavy suffering which cannot pressured in the form of money. Then Court decides heavy amount as Compensation. This type of damages will be decided on the following occasions. 

Breach of marriage agreements and Wrongful dishonor of Cheque by banker. 
· • A case on this point is David Son Vs Barclays Bank. In this case Mr. A is a book seller and he is customer of Barclays Bank. On one day he issued a cheque amounting to 2 pounds, to one of his Creditors. But the Banker dishonors the cheque negligently though there is sufficient credit to his account. As a result A`s business as well as personal reputation gets destructed. There after A files a Suit and gets penalty damages amounting to 250 pounds, from his banker 

. 

Liquidated Damages: 
It is otherwise known as predetermined damages. The terms of Contract determine the amount of Compensation. 

· • A case on this point is Dunlop Pnumatic Tyre Company Vs New Garage and motor Company. In this case there is a Contract of agency between DNT Company and NGM Company where DNT Company is Principle and NGM Company is its agent. Per the terms of their Contract if NGM Company sells goods below the listed Price, NGM Company has to pay five pound per unit thus sold. Two units are sold below Specified Price. Court arranges for 10 pounds as determined by Contract. 

